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The administration associated with recommending investments can sometimes seem overwhelming. Tasks such as 
risk profiling, documenting client suitability and reviewing performance can seem daunting, but are all completely 
necessary – not just for your clients’ benefit but also to make sure you’re compliant with the latest regulations.

For example, whether you’re recommending a fund, a structured product, or even an investment into a model 
portfolio, you need to look at how that product is expected to perform in the future, to make sure it’s a good fit for 
your client’s needs. 

But sourcing performance information is just the first step. Next, you need to figure out what it all means to your 
client and assess whether you have all the performance information you need. Understanding how a product 
changes the performance of a wider clients portfolio and being able to compare other alternative products are 
improtant in helping ensure  you’re recommending the right one.

FIVE PIECES OF PERFORMANCE ANALYSIS YOU MIGHT CONSIDER

For structured products, most providers will show you some form of performance analysis. While every adviser will 
review this data slightly differently, depending on your compliance and internal procedures, below is a list of some 
things you might consider:

1. Historical performance 
While it’s not recommended to look at historical performance in isolation, it does provide a very quick overview 
of what returns would have looked like in the past. This can be especially useful if you’re looking at performance 
over key historic market events (such as the credit crisis of 2008 – 2009, or markets during the COVID-19 
pandemic), as this is when markets can be most stressed. 
Historical performance does have its limitations, and there is no guarantee that a product will perform the same way in 
the future than it has done in the past. 

2.  Volatility 
Assessing the risk of an investment is just as important as assessing the potential return, and this is what the 
measure of volatility helps to show us. It tells us how much the value of a product fluctuates and is widely used 
to indicate how certain (or confident) we are that a product will perform in a particular way. Products with higher 
volatility are therefore riskier investments than those with lower volatility.

What performance analysis should you look at when 
recommending a structured product?
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PO performance analysis

3.  Maximum drawdown 
Another useful indicator of risk is the drawdown, which is calculated as the largest observed loss from peak to 
trough over the historical performance of a product. Effectively, they show the downside volatility of a product.

4.  Sharpe ratio 
The Sharpe ratio puts together historical risks with historical returns to measure a product’s risk-adjusted 
returns. The higher the Sharpe ratio for a product, the better its returns have been relative to the amount of  
risk it’s taken.

5. 	Projected	future	performance	and	the	probability	of	different	possible	outcomes 
Because of the limitations of reviewing historical performance, there are methodologies that can be used to 
give an indication of how a product might perform in the future. For example, what return could investors 
reasonably expect to achieve, in normal market conditions? What’s the worst expected possible outcome? 
What’s the probability of achieving different outcomes (e.g. loss, gain or no change to capital)?

PRODUCT OR PORTFOLIO?

While these areas of performance analysis (and more) are useful, and may be readily available to you from 
providers, the next step is figuring out what to do with that information. You will (hopefully) be recommending a 
structured product as part of a wider investment portfolio, so you’ll want to know how the product impacts the 
risk and return of that existing portfolio, not just to look at the product in isolation. For example, adding a higher 
risk product into a low risk portfolio will have more of an impact than adding it into an already high risk portfolio. 
Running this kind of analysis could take up a considerable amount of your time and resource, as well as requiring a 
very specific skill set.

EFFORTLESS ANALYSIS WITH PORTFOLIO OPTIMISER

This is where we can help. Our easy-to-use Portfolio Optimiser makes performance analysis for structured 
products a breeze – without cutting any corners. Simply select the product you want to analyse from our 
dropdown lists, choose your client’s portfolio from our expansive list of funds (or use one of our model portfolios 
for an even simpler process), set the allocation of the portfolio to go to the structured product, and click to 
generate a report. The report will include all the analysis mentioned above for both the original and modified 
portfolio, allowing you to see in an instant how the structured product has altered the overall risk and return.

So next time you’re recommending a structured product and want to run some performance analysis,  
why not give Portfolio Optimiser a try?  
 
It’s free to use – simply create an account at www.ukspassociation.co.uk/portfolio-optimiser.

http://www.ukspassociation.co.uk/portfolio-optimiser

